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TO:    Robert Paquin, Director, Office of Community Planning and Development, 1AD 
 

   
FROM:   Barry L. Savill, Regional Inspector General, Office of Audit, 1AGA 
 
SUBJECT:   City of Springfield, Massachusetts 
 Selected Activities funded through the Community Development Block Grant, 

HOME Grant, and Urban Development Action Grant Springfield, Massachusetts 
 
 
We completed a review of 33 loans totaling $691,803 in HUD funds awarded by the City of 
Springfield (City).  These loans were funded through three HUD programs: Community 
Development Block Grants, HOME Grants, and miscellaneous income generated by Urban 
Development Action Grants.  Our primary objective was to determine whether certain loans were 
awarded in accordance with the City’s policies, the City’s procedures and applicable HUD 
regulations.   
 
Our report contains three findings requiring action by your office.  The three findings address:  
1) Mismanagement in the City’s Business Improvement Program; 2) Community Development 
Loans Did Not Meet Program Requirements; and 3) HOME Program Requirements Not Met. 
 
In accordance with HUD Handbook 2000.06 REV-3, within 60 days please provide us a status 
report for each recommendation without a management decision on:  (1) the corrective action 
taken; (2) the proposed corrective action and the date to be completed; or (3) why action is 
considered unnecessary.  Additional status reports are required at 90 days and 120 days after 
report issuance for any recommendation without a management decision.  Also, please furnish us 
copies of any correspondence or directives issued because of the audit. 
 
Should you or your staff have any questions, please contact Cristine M. O’Rourke, Assistant 
Regional Inspector General for Audit or me at (617) 994-8380. 

  Issue Date
            October xx, 2003 
  
 Audit Case Number 
            2004-BO-XXXX 
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We reviewed 33 loans awarded by the City of Springfield (City) that were funded through 
Community Development Block Grants, HOME grants, and miscellaneous income generated by 
Urban Development Action Grants during the period January 1, 1996 through March 31, 2001.  
The 33 loans totaled $691,803.  Our review was initiated as a result of several newspaper 
articles, which reported allegations that the Springfield, MA Office of Community Development 
was misusing Federal funds.  Our primary objective was to determine whether certain loans were 
awarded in accordance with the City’s policies, the City’s procedures, and applicable HUD 
regulations.  Our review was limited in nature and focused on specific loans within the City’s 
community development programs.  The issues identified in our report deal with administrative 
and internal control activities that we feel are necessary to bring to the City’s attention now, even 
though many issues surrounding the City’s management actions remain a continuing interest to 
our office as well as other Federal agencies.  This report does not absolve or exonerate any 
individual or entity from civil, criminal or administrative liability or claim resulting from future 
actions by the Department of Housing and Urban Development and other Federal agencies.  
 
 
 

Our audit disclosed problems with the City’s management 
of Community Development Block Grants (CDBG), 
HOME funds, and miscellaneous income generated by the 
Urban Development Action Grants (UDAG).  The City did 
not always comply with its own policies and procedures, 
follow HUD program requirements, or maintain essential 
documentation.  In addition, the City lacked effective 
internal controls in some areas.  Of the $691,803 in costs 
reviewed, we questioned $674,194.   
 
The City mismanaged its Business Improvement Program 
(BIP).  We reviewed 28 BIP projects involving $205,308 
and found $159,794 expended for ineligible projects and 
$27,905 expended without sufficient documentation.  
Additionally, the City had inconsistencies in the processing 
of loan applications and requests for payments that had the 
appearance of favoritism. 

 
Our review of three Community Development loans, 
totaling $360,000, disclosed that the City’s files lacked 
documentation to determine that all the loans met program 
requirements and national objectives.  The loan files did not 
contain basic documentation such as applications, award 
determinations, commitment letters, and demonstration of 
the achievement of national objectives.  Because of the 
nature and extent of the deficiencies, the $360,000 is 
ineligible.  Two of the Community Development loans 
were provided to individuals/entities who also benefited 

  
Audit Results 

Questioned Costs of 
$187,699 in Business 
Improvement Program 

Ineligible Community 
Development Loans of 
$360,000  
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under the BIP.  The third loan was provided to a non-profit 
entity managed by City employees.   
 
Our review of two HOME-funded projects, totaling 
$126,495, disclosed program deficiencies.  We found:  
 
1) Affordability requirements were not met,  
2) The assistance may have unduly enriched 

the project owner;  
3) Disbursements were made for ineligible 

costs and contrary to Federal program 
policy; and  

4) Several unexplained deviations from City 
program policies governing disbursements.   

 
Neither of the HOME funded projects was completed in 
accordance with the original scope of rehabilitation work.  
As a result of the deficiencies disclosed, we consider the  
$126,495 in costs ineligible. 
 
In addition to the questioned costs, program integrity is 
potentially compromised.  Grant and program funds 
provided by the Federal government are required to be 
spent in such a way that represents “best use” of the funds 
and provides maximum benefit to the intended 
beneficiaries.  Public support for programs such as CDBG 
and HOME is based, in part, upon the requirements of the 
Office of Management and Budget (OMB) Circular A-87 
Cost Principles for State, Local, and Indian Tribal 
Governments, which requires funds to be spent in a prudent 
manner as a reasonably responsible person would spend 
them. 
 
We recommend that you: 
 
1. Review the questioned costs and determine whether the 

costs are ineligible under the respective HUD program. 
 
2. Require the City to reimburse HUD from non-Federal 

sources for any costs deemed ineligible. 
 

3. Require City officials to implement adequate internal 
controls to ensure that City policies and procedures are 
followed, and HUD program requirements are met. 

 

Recommendations 

HOME Expenditures of 
$126,495 do not Meet 
Requirements  

City’s Actions 
Compromise Program 
Integrity 
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A draft discussion report was provided to the City on July 
16, 2003.  We discussed the findings with the City during 
an exit conference on July 31, 2003, and a subsequent 
meeting held August 20, 2003.  At our request, the City 
provided comments on each of the findings.  We received 
the City’s narrative response and exhibits on September 29, 
2003.  The City’s narrative response and its list of exhibits 
are included in Appendix D.  The City’s exhibits were too 
voluminous to include in our report.  
 

Findings and 
Recommendations 
Discussed 
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We initiated this review in response to several newspaper articles published in local newspapers, 
beginning in late 2000, which reported allegations that the Springfield, Massachusetts Office of 
Community Development was misusing Federal funds.   
 
Community Development Block Grant Program 
 
Title I of the Housing and Community Development Act of 1974 established the Community 
Development Block Grant Program (CDBG).  This program provides grants to States and local 
governments to aid in development of viable urban communities.  Governments are required to 
use grant funds to provide decent housing and suitable living environments and to expand 
economic opportunities for persons of low and moderate income.  All program projects and 
activities must meet one of the three national objectives of the CDBG program:  
 

(1) Directly benefit low and moderate income persons,  
(2) Aid in the elimination or prevention of slums and blight, or  
(3) Meet other community needs that have a particular urgency.  

 
Federal regulations provide that, to be allowable, costs must meet certain general criteria, including 
that the cost is consistent with policies, regulations, and procedures that apply uniformly to both 
Federal awards and other activities of the governmental unit.  Annual CDBG allocations to the City 
of Springfield for Federal fiscal years 1996 to 2001 totaled $30,967,000 as follows: 
 

Fiscal Year CDBG Funds
2001 $5,272,000
2000 5,082,000
1999 5,063,000
1998 5,032,000
1997 5,241,000
1996 5,277,000
Total $30,967,000

 
Urban Development Action Grant Program 
 
Section 119 of the Housing and Community Development Act of 1974 established the Urban 
Development Action Grant Program (UDAG).  This program was created to assist cities and 
urban counties experiencing severe economic stress.  Grants were made to local governments 
who used the funds to make loans to private developers for commercial, residential, or industrial 
projects in order to stimulate economic development necessary for local economic recovery.  The 
program no longer exists; however, revenue from repayment of the UDAG loans can currently 
be used to fund CDBG-eligible activities—including economic development loans.  The City of 
Springfield received four UDAG grants totaling $17,373,290.   
 



Introduction 

 
2004-BO-1003 Page 2  

HOME Program 
 
Created under Title II of the National Affordable Housing Act of 1990, the HOME Program is 
designed to:  (1) expand the supply of decent and affordable housing to low income citizens and 
(2) extend and strengthen partnerships among all levels of government and the private sector in 
the production and operation of affordable housing.  Annual HOME allocations to the City of 
Springfield for Federal fiscal years 1996 to 2001 totaled $10,873,000 as follows: 
 

Fiscal Year HOME Funds
2001 $2,091,000
2000 1,878,000
1999 1,878,000
1998 1,744,000
1997 1,622,000
1996 1,660,000
Total $10,873,000

 
 
 
  The overall audit objective was to determine whether certain 

loans were awarded in accordance with the City’s policies, 
the City’s procedures, and applicable HUD regulations.   

 
To accomplish our audit objectives, we: 
 
��Reviewed the applicable HUD regulations to gain an 

understanding of CDBG, HOME Program requirements 
and allowed usage of miscellaneous income generated 
by UDAG.  
 

��Interviewed the City’s managers and staff who 
administer the applicable Programs and reviewed City 
Policies and Procedures to understand procedures and 
controls over the programs.  
 

��Reviewed the City’s fiscal and program files for the 33 
loans to determine if City policies and Federal 
requirements were followed in the processing of the 
applications and disbursements of the funds.   
 

��Interviewed project owners to gain an understanding of 
the City’s process from their perspective and obtain any 
additional documents. 

 
��For transaction testing methodology, we used non-

representational samples rather than statistically valid 

Audit Objective 

Audit Scope and 
Methodology 
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samples.  The non-representational sample methodology 
was appropriate because we were able to identify a 
relatively small number of loans from the allegations in 
local newspapers. 

 
We conducted the audit from April 2001 to April 2003.  The 
audit covers selected loans funded by CDBG funds, HOME 
funds, and UDAG revenue.  The City made these loans 
between January 1, 1996 and March 31, 2001.  Where 
appropriate, we extended the review to include other periods.  
The audit was conducted in accordance with generally 
accepted government auditing standards.  
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Mismanagement in the City’s  
Business Improvement Program  

 
The City’s Business Improvement Program (BIP), principally funded from the Community 
Development Block Grant (CDBG) program, was not managed efficiently.  Our review disclosed 
that:  
 

(1) The City disbursed funds for twenty-two projects without documenting compliance of key 
aspects of the City’s program;  

 
(2) Files for nineteen projects lacked the documentation necessary to determine if the loans met 

a national objective; and  
 

(3) Procedures used to process loan applications and payment requests were not followed 
consistently, and this inconsistency produced an appearance of favoritism.   

 
These deficiencies occurred, in part, because City officials did not follow:  Federal requirements; its 
internal controls governing disbursements of funds; and its BIP policies.  The City also 
misinterpreted requirements relating to documenting compliance with national objectives.  As a 
result, we question $187,699 of the $205,308 that the City expended for BIP between January 1, 
1996 and April 30, 2001.   
 
 
 

The City expended $205,308 for 28 projects under its BIP 
between January 1, 1996 and April 30, 2001.  Our review 
of the 28 BIP projects disclosed 22 projects totaling 
$159,794 that did not comply with key aspects of the City’s 
program policies.  Many projects had multiple compliance 
violations.  Deficiencies included: 
 
1) Paying for costs based on proposals instead of bills for 

completed work; 
2) Allowing costs for work completed prior to the letter of 

commitment; 
3) Paying invoices provided by loan recipients without 

proof that loan recipients paid vendors; and 
4) Paying for non-façade related items or labor contrary to 

the program objective. 
 

City Fails to Follow its 
Own Polices 
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The City principally used CDBG program funds to fund its 
BIP.  As a grantee of the CDBG program, the City of 
Springfield is required to follow 24 CFR Part 85 
Administrative Requirements for Grants and Cooperative 
Agreements to State, Local and Federally Recognized 
Indian Tribal Governments.  This regulation establishes 
uniform administrative rules for Federal Grants and 
cooperative agreements and sub awards to State, local and 
Indian tribal governments. 
 
Federal Law provides that applicable OMB cost principles, 
agency program regulations, and the terms of the grant and 
subgrant agreements will be followed when determining 
the reasonableness, allowability, and allocability of costs 
(24 CFR Part 85.20(b)(5)).  The cost principles applicable 
to the City of Springfield’s CDBG and HOME programs 
are provided in OMB Circular A-87 Cost Principles for 
State, Local, and Indian Tribal Governments.  OMB 
Circular A-87 provides that allowable costs must meet 
certain general criteria, including but not limited to, 
consistency with policies, regulations, and procedures that 
apply uniformly to both Federal awards and other activities 
of the governmental unit. 
  
According to the City’s written program policies, activities 
eligible for BIP funding include improvements to the 
facade of an existing office, retail or commercial building.  
The treatment can include restoration, rehabilitation, or 
installation of a compatible new storefront.  Improvements 
can also include roof repair and any additional exterior 
improvements.  The City reported these activities under the 
national objective of benefiting low and moderate income 
persons, including area benefit activities and job creation or 
retention activities. 
 
In general, the City’s policies provided that:  
 
1) Projects must meet the approval of the City’s Design 

Committee;  
2) Applicants need to be up to date on all municipal taxes 

prior to participation in the program;  
3) Disbursements need to be reimbursed for costs already 

incurred;  
4) Applicants need to submit proof of payment for 

completed work;  

BIP Program Funded 
through City’s CDBG 
Program 

City Polices Define 
Eligibility of Activities 
and Expenditures   
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5) Work completed prior to the letter of commitment is 
not eligible for funding; and  

6) Funding is limited to the purchase of supplies and 
material and may not be paid for labor costs. 

Federal regulations require the City to maintain accounting 
records that are supported by source documentation such as 
cancelled checks, paid bills, payrolls, time and attendance 
records, contracts and subcontract award documents (24 
CFR Part 85.20(b)(6)).   
 
We examined the supporting documentation involving 
$205,308 in disbursements for the 28 projects reviewed.  
These projects concern 26 addresses as two addresses 
received funding for two projects in two different years.  In 
violation of City policy, $42,695 of the $205,308 in 
disbursements was supported by proposals and not actual 
amounts.   
 

Disbursements Supported by Proposals 
Address Amount  
1) 1195 Sumner Avenue $5,000  
2) 18 Berkshire Avenue $378  
3) 272 Bridge Street $5,000  
4) 272 Worthington Street $10,000  
5) 768 Main Street $10,000  
6) 883 Sumner Avenue $5,000  
7) 143 Main Street $7,317  

Total $42,695  
 
In violation of City policy, $64,151 of the $205,308 in 
disbursements was supported by costs incurred prior to the 
award. 
 

Work Completed Prior to the Commitment Letter 
Address Amount  
1) 487 Main Street $4,900  
2) 247 Hancock Street $10,000  
3) 1295 Worcestor Street $10,000  
4) 18 Berkshire Avenue $9,622  
5) 481-483 Belmont Avenue $10,000  
6) 340 Main Street (1997 Award) $9,629  
7) 170 Main Street (Indian Orchard) $10,000  

Total $64,151  

The City did not Follow 
Policies for Disbursing 
$159,794 in BIP Funds  
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In violation of City policy, $45,648 of the $205,308 in 
disbursements was supported by invoices that did not 
include proof of payment.     
 

Disbursement without Proof of Payment 
Address Amount  
1) 710 Liberty Street $4,250  
2) 340 Main Street (1997) $371  
3) 340 Main Street (1999) $3,863  
4) 254 Worthington Street (1997) $10,000  
5) 254 Worthington Street (1999) $4,978  
6) 912 Main Street $10,000  
7) 166 Eastern Avenue $4,503  
8) 143 Main Street $2,683  
9) 459 Dickinson Street $5,000  

Total $45,648  
 
An additional $7,300 was questioned because of inadequate 
supporting documentation.  

 
Other Issues 

Address Problem Amount 
1106 State 
Street 

Supported by applicant’s 
handwritten list of items $3,750

 

232 
Worthington 
Street 

Invoices reflect lumber 
delivered to applicant’s 
home address 

$2,413
 

340 Main 
Street 

Invoices not related to the 
assisted business $1,137

 

Total $7,300  

 
Supporting documentation for the remaining $45,514 
($205,308 - $159,794) in disbursements was consistent 
with the City’s disbursement policy.   
 
Disbursements from BIP must meet one of the three 
national objectives of the CDBG program: (1) directly 
benefit low and moderate income persons, (2) aid in the 
elimination or prevention of slums and blight, or (3) meet 
other community needs that have a particular urgency.  

 

City did not Document 
National Objective 19 
Times 
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Files maintained for 19 of the 28 projects, representing 
$151,158 ($71,655 + $79,503) in expenditures, did not 
demonstrate the achievement of a national objective.  Ten 
files did not have any documentation of a national 
objective.     
 

No documentation of a National Objective 
Project Award
1) 459 Dickinson St. $5,000
2) 398 Dickinson St 4,640
3) 84 Maple St 5,000
4) 1195 Sumner Ave. 5,000
5) 858 State St. 4,515
6) 1106 State St 7,500
7) 1295 Worcester St. 10,000
8) 481-483 Belmont Ave. 10,000
9) 170-176 Main St, Indian Orchard 10,000
10) 340 Main Street (the 1997 award) 10,000

Total  $71,655
 
Nine additional projects had insufficient documentation to 
demonstrate the achievement of a national objective.   
 

Insufficient Documentation for National Objective 
Project  National Objective  Award

1) 912 Main St. Area Benefit 10,000

2) 166-172 Eastern Ave. Area Benefit 4,503

3) 143 Main St. Area Benefit/Job 
Creation 10,000

4) 768 Main St. Area Benefit/Job 
Creation 10,000

5) 18 Berkshire Ave. Area Benefit/Job 
Retention 10,000

6) 247 Hancock St. Area Benefit/Job 
Creation/Retention 10,000

7) 254 Worthington St. 
(the 1997 Award) Job Creation 10,000

8) 1383 Main St. Job Creation 10,000

9) 272 Bridge St. Job Retention 5,000

Total $79,503
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The remaining nine BIP projects totaling $54,900 were 
sufficiently documented to indicate the achievement of a 
national objective.  The City funded one of these nine BIP 
projects with loan repayments from Urban Development 
Action Grant loans.  Urban Development Action Grant funds 
originated from HUD. 

 
As identified by HUD in its May 2001 monitoring report and 
acknowledged by the City in its response to HUD’s report, 
the City misinterpreted program regulations.  The City 
believed that any activity located in an Enterprise 
Community automatically benefited the residents who lived 
there.  An Enterprise Community is an urban area designated 
by HUD pursuant to 24 CFR 597.3.  This designation allows 
these communities to be eligible for tax incentives, tax 
credits, and special consideration for Federal assistance.  
HUD explained to the City in May 2001 that the City was 
incorrect as there must be a link between the assistance to the 
business and the benefit to area residents. 
 
For six projects where the City claimed the national objective 
of area benefit, the City did not show a link between the 
assistance to the business and the benefit to area residents.  
For example, a May 2001 HUD report cited the 340 Main 
Street project (the 1997 award) for failure to demonstrate a 
link between the assistance provided to the business and 
benefit to area residents.  In its response to HUD’s report, the 
City provided, among other things, a description of the 
services provided to the area residents with a copy of a menu 
for the restaurant at 340 Main Street.  While HUD accepted 
this documentation as support of the area benefit national 
objective, we disagree.  The City’s documentation supported 
the existence of the business, but did not demonstrate how 
the business benefited the low or moderate income 
community members.   
 

City Misinterpreted 
National Objective 
Requirements 
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 For seven projects where the City claimed the national 
objective of either job creation or job retention, the City did 
not support its claim.  The files provided for the projects 
located at 247 Hancock Street, 1383 Main Street, and 768 
Main Street indicated a national objective of job creation or 
job retention.  These files did not justify such a claim with 
any supporting records such as:  
 
1) A listing by job title of the permanent jobs created/ 

retained and held by low or moderate income persons;  
2) Job agreements; and  
3) The size and annual income of the person’s family prior 

to being hired.   
 

The documents contained in the files provided for the 
remaining four projects is inadequate based on the 
following: 
 
�� 143 Main Street – For a $10,000 contract dated April 

1998, the City’s documentation consisted of a September 
8, 2000 memo from the business indicating two full time 
jobs were created with a job title and name.  The file did 
not contain a job agreement or any evidence to support 
that the jobs were filled by low or moderate income 
persons. 

 
�� 18 Berkshire Avenue – For a $10,000 contract dated 

August 1, 1997, the City’s documentation of national 
objective consisted of an April 2, 1998 letter from the 
business stating that the assistance will enable them to 
create two additional jobs.  The scope of services in the 
August 1997 contract indicates that the assistance will 
retain three jobs.  This file does not contain any job 
agreements, or listing of jobs retained and held by low or 
moderate income persons.   

 
�� 254 Worthington Street (the 1997 award) – For a $10,000 

contract dated July 7, 1997, the City’s documentation 
consisted of a 1997 job agreement as well as two signed 
job certifications dated June 6, 2001.  The certifications 
are signed by individuals claiming to be low to moderate 
income that work at the assisted business.  When we 
interviewed the business’s office manager to obtain 
documents to support the claim, we were told that the 
business did not have applications or tax withholding 
forms for these low or moderate income employees.   

City’s Projects did not 
Create or Retain Jobs as 
Claimed  



Finding 1 

 
2004-BO-1003 Page 12  

 
�� 272 Bridge Street – For a $5,000 contract dated 

September 1, 1998, the City’s documentation consisted of 
a September 23, 1998 letter from the business stating that 
three (3) jobs will be lost without the assistance.  This file 
does not contain any job agreements, or listing of jobs 
retained and held by low or moderate income persons. 

 
In addition, we identified inconsistencies in the processing 
of loan applications and requests for payments that had the 
appearance of favoritism.  One of the City’s internal 
controls is to have the Commissioner of Community 
Development sign all contracts funded with BIP.  In 
interviews, he stated that he places a “p” next to his 
signature on contracts with which he has a problem.  As 
Commissioner, he has the option of not signing off on any 
contracts he feels are problems.  We identified this notation 
next to the Commissioner’s signature on five BIP contracts: 

 
�� 272 Bridge Street 
�� 340 Main Street 
�� 272 Worthington Street 
�� 83 Sumner Avenue 
�� 1209 Sumner Avenue 

 
In 1997, a BIP project manager prepared an Application 
Process and Timeframe memo.  This memo identified that 
the turnaround time from application to contract would take 
two to four weeks.  Disbursements take additional time.  For 
the 272 Bridge Street project, the total time from application 
to disbursement for the project located at 272 Bridge Street 
was six weeks from the application dated August 13, 1998 to 
the disbursement dated September 25, 1998. 
 
Additionally, at application, the property had an outstanding 
tax delinquency of $32,237.  On August 13, 1998, the owner 
applied for $5,000 to install windows.  On September 24, 
1998, the City’s Planning Department advised that, if this 
project is selected for funding, then it should be presented to 
the Historic Commission as part of a formal review process.  
This September 24, 1998 memo also identified that 272 
Bridge Street was tax delinquent.   
 

Payments to 272 Bridge 
Street Expedited Despite 
Tax Delinquency 

Inconsistencies have 
Appearance of Favoritism 
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Despite the requirement that all applicants be up to date on all 
municipal taxes prior to participation, the City disbursed 
$5,000 on September 25, 1998 to the project owner who was 
tax delinquent.  City files indicate that the check for 272 
Bridge Street was handed to the Mayor’s Chief of Staff for 
delivery to the project owner.   
 
In an email dated September 15, 1998, the City Treasurer 
stated that the project owner entered into a satisfactory 
payment agreement with the City regarding outstanding real 
estate taxes.  This agreement is not included in the City files.  
In an electronic mailing dated June 6, 2001, the Program 
Manager asked the City Treasurer for the repayment 
agreement.  The City Treasurer replied that there was no 
agreement; but the taxes were paid in full on September 21, 
2000.  Records in the City files indicate that on September 
11, 2000 “the City as (sic) agreed to accept $43,000 of the 
$63,000 owed in real estate taxes.”  Additionally, around 
September 2000, the 272 Bridge Street owner went out of 
business and paid only $2,144 of the $5,000 BIP loan. 
 
For the loan for 272 Bridge Street, the City expedited 
processing to an ineligible property through hand delivery of 
the payment to an owner who went out of business paying 
neither the entire loan nor the entire tax delinquency. 
 
In December 1998, the City loaned $10,000 to 764-770 
Main Street to purchase windows cited in a September 
1998 application.  In April 1998, the City used UDAG 
funds to loan this business $175,000.  In April 1998, the 
owners also applied for and received another $175,000 
from a bank to rehabilitate 764-770 Main Street.  The BIP 
application made no reference to the prior loans.  However, 
the scope of services in the BIP contract identifies that the 
owner was performing major renovations to the building 
with the acquisition and rehabilitation costs estimated at 
$375,000.  The City should have addressed the question of 
whether the windows were part of the $175,000 in 
rehabilitation costs during the processing of the $10,000 
BIP award.   
 

764-770 Main St. 
Received $10,000 BIP 
Loan after $175,000 
UDAG Loan 

Neither Delinquent Taxes 
nor the BIP Loan were 
Fully Repaid  

City Files Indicate Personal 
Delivery of Disbursement 
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Despite the requirements that:   
(1) disbursements may only be reimbursed for 

costs already incurred,  
(2) applicants need to submit proof of payment 

for completed work and  
(3) work completed prior to the letter of 

commitment is not eligible for funding,  
the City disbursed $10,000 in December 1998 for a project 
with a November 1998 letter of commitment supported 
only by a May 1998 proposal.  
 
In a memo dated October 28, 1998, the City’s Planning 
Department advised the Program Manager that the 
September 1998 application was too vague to render an 
opinion and the project was under way prior to the 
application.  During our review, the Planning Department 
stated, in a memo dated June 11, 2001, that they had no 
record of granting final approval for this project.   
 
The City’s files contained a monitoring report for 764-770 
Main Street indicating that the assigned Program Monitor 
conducted an on-site monitoring visit on August 4, 2000—
twenty-two months after paying the property owner.  This 
monitoring report indicated that the work was completed 
and that the project owner satisfied its contractual 
obligations in compliance with Federal requirements.  In 
our discussions with the Program Monitor listed on the 
report, the Program Monitor stated that he did not conduct 
an on-site review.  
 
Our review disclosed that the building was owned and 
occupied by a hardware store prior to the April 1998 
acquisition by the current owner.  This acquisition was 
funded through a $175,000 UDAG loan and is discussed in 
our finding titled Economic Development Loans did not meet 
Program Requirements.  During a March 14, 2002 interview, 
the owner of the hardware store indicated that he was 
approached with an offer to purchase his building in 
December 1997.  Although initially reluctant, he accepted the 
offer.  In conjunction with the sale, the owner closed the 
hardware store and displaced his tenant, a flooring business.  
After the sale, a gift store and hair salon began to occupy the 
building. 

 

City Employee Denies 
Conducting a Monitoring 
Visit 

City’s Evaluation of 
Application Identifies 
Concerns 

Two Businesses Displaced 
while two Different 
Businesses begin 
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The City reported that 764-770 Main Street would achieve 
the national objectives of:  (1) benefit to low to moderate 
persons based on service area and (2) job creation.  Since the 
City did not take into account:  (1) the jobs lost as a result of 
closing the hardware store and flooring business or (2) 
whether a hardware store would serve low income residents 
better than a gift store; achievement of a national objective is 
questionable.  Furthermore, the City’s files contained no 
documentation to support the achievement of either national 
objective. 
  
The City’s project summary claimed that 786 Main Street 
was vacant as it suffered severe fire damage and that the 
current owner of the business purchased the building and 
substantially rehabilitated it.  The current owner of 786 Main 
Street also owns 744 Main Street.  According to the person 
who owned 764-770 Main Street in 1998, prior to the sale to 
the current owner, it was the 744 Main Street property that 
suffered the fire damage.  According to City files, the current 
owner also submitted an application for BIP funds for 744 
Main Street in 1998.  The City found 744 Main Street to be 
ineligible for BIP funding on the basis that the project was 
already completed. 
 
For 764-770 Main Street, the City made a second loan to a 
business based on a vague application.  The City did not 
require proof of payment nor did they have evidence that the 
business incurred the costs or if the costs were independent of 
the first loan.  These funds helped to displace two businesses 
while assisting two different businesses without the 
achievement of a national objective.  
 
The project located at 254 Worthington Street received two 
BIP awards:  one in 1997 totaling $10,000 for an outdoor 
patio, and a second in 1999 totaling $5,000 for signage.  We 
found inconsistencies with the 1999 award.  To support the 
$5,000 disbursement, the City used an invoice for a sign 
provided by the project owner.  Our review of the City’s 
program files disclosed that this invoice contained a notation 
stating that the amount approved for payment was $3,550 for 
the materials only.  Upon review of the Fiscal Director’s 
files, we found that the invoice noted, "Pay $5,000".  When 
asked for an explanation, the Fiscal Director advised that he 
was directed to pay $5,000 by either the Program Manager or 
the Compliance Director; but could not recall which one. 
 

City cannot Support 
Achievement of a 
National Objective 

No Fire Damage at 764-
770 Main Street  

City Paid for Labor Costs 
at 254 Worthington Street 
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Payment of labor for an applicant is contrary to City policy.  
City staff ensured payment of $5,000 when only $3,550 was 
eligible.  Furthermore, applicants are required to submit proof 
of payment prior to the City’s reimbursements.  The City did 
not apply this policy to 254 Worthington Street. 
 

During our audit, we found that 254 Worthington Street 
received two additional loans, totaling $50,000, in early 
1998 from another Federally funded loan pool—the Greater 
Springfield Entrepreneurial Fund (GSEF).  The application 
for one of the GSEF loans identifies that the purpose of the 
loan was to construct an outdoor all-season patio.  GSEF 
received part of its funding from the City.  The City used 
CDBG, and UDAG funds to assist GSEF.  
 
For 254 Worthington Street, the City made two loans while 
a City sub-recipient made two additional loans.  For one of 
its loans, the City paid for ineligible labor costs and did not 
require the applicant to submit proof of payment; thereby 
avoiding the internal control designed to find the 
discrepancy.   
 
In March 1999, the City provided $10,000 to the project 
owner of 272 Worthington Street to purchase supplies and 
materials for business improvements.  The partnership that 
owns 272 Worthington Street includes the individual who 
owns 254 Worthington Street.  The City documented the 
disbursement for 272 Worthington with a proposal for work 
contrary to the requirement that the applicant submit proof 
of payment.  Our interview with a former Project Manager 
disclosed that the former Project Manager advised that the 
application was incomplete and must be fixed before any 
funds could be provided.  The former Project Manager 
stated that the project owner went to a higher City 
employee.  After the project owner complained, processing 
for this loan was reassigned to the Program Manager who 
subsequently processed the loan.  During our review, we 
found that 272 Worthington Street also received two 
additional loans, totaling $50,000, in December 1999 from 
the GSEF loan pool for business improvements. 
 

City’s BIP Loan 
Duplicates City-funded 
GSEF Loan  

City did not Apply 
Policies to 272 
Worthington Street  
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The City’s file contained an undated, unsigned on-site 
monitoring report.  The report indicated the rehabilitation 
was complete, that the awnings and signage for the vacant 
storefront had been purchased and installed.  Our observation 
of this project in July 2001 established that no awnings were 
present.  City staff that visited the property should have 
noticed the missing awnings.   
 
For 272 Worthington Street, the City made a loan for 
awnings and signage while a City subrecipient made two 
additional business improvement loans.  For its loan, the City 
did not require proof of payment contrary to its policies.  
Visual inspection of the project exterior showed that no 
awnings were present.   

 
The City provided $5,000 to 883 Sumner Avenue after the 
City’s former Project Manager determined that the project 
was ineligible.  The Project Manager notified the Program 
Manager that the applicant had completed most of the work 
outlined in the application prior to the project’s approval for 
BIP.  City policies state that work completed prior to the 
letter of commitment is not eligible.  Additionally, the City 
did not require proof of payment before making 
disbursements, as required.  

 
Files maintained for the project located at 1209 Sumner 
Avenue contained inconsistencies.  First, the invoice for 
payment maintained in the Program Manager’s files 
contained a notation from the Program Manager that $4,950 
was approved for payment.  The invoice maintained in the 
Fiscal Director’s files does not contain this notation, but 
instead states: “Pay $5,000” on the invoice.   
 
For two projects, 1209 Sumner Avenue and 232 Worthington 
Street, the contract in the City Auditor’s office differed from 
the contracts held by the Compliance Director and Fiscal 
Director.  The City Auditor’s office had a contract for 1209 
Sumner Avenue where the scope of services identifies that 
the assistance will result in the creation of three new full-time 
jobs and three new part-time jobs.  This contract scope differs 
from the contract scope retained by Compliance Director and 
Fiscal Director.  The scope of services attached to this 
contract provides that the assistance will result in the creation 
of one full-time job.   
 

City did not Apply 
Policies to 883 Sumner 
Avenue Project 

Inconsistencies in 
Processing of 1209 
Sumner Avenue Project 

City Monitoring Report 
lists Awning Installed, but 
no Awning Present 

Two City Offices have 
Different Contracts for 
two Projects  
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The City Auditor’s office had a contract for 232 Worthington 
Street where the scope of services to this contract identifies 
that 15 jobs will be retained and one new full-time position 
will be created as a result of the City’s assistance.  The scope 
in this contract differs from the scope in the contract retained 
by Compliance Director and Fiscal Director.  The scope of 
services attached to that contract identifies that the assistance 
will result in the creation of one full-time job.  It does not 
provide for the retention of 15 jobs.  
 
As a result of these actions, the City utilized $159,794 for 
ineligible project disbursements and $27,905 for projects 
whereby achievement of a National Objective is 
questionable.  If City officials followed Federal requirements; 
their established internal controls governing disbursements of 
funds; and their BIP policies, an additional $187,699 would 
be available to eligible businesses in Springfield.   

 
 

The $187,699 in BIP funds questioned by the auditors 
represents less than one per cent of the $30,969,000 in 
CDBG funds allocated to the City during the review period 
from 1996 to 2001.  
 
The City believes it is important to note that the BIP 
program was part of a comprehensive monitoring review  
conducted by that the Department of Housing and Urban 
Development (HUD) in Boston in 2000-2001, which 
identified several “Findings” relative to the program.  The 
City states that it responded to each Finding to HUD’s 
satisfaction, and the Findings were subsequently closed.  In 
May 2001, HUD determined that the City was “adequately 
managing its Business Improvement Program (façade) 
portfolio.”   
 
The City’s response addresses the auditors’ contentions in the 
draft report, explaining that the City’s own guidelines for the 
BIP program evolved over time in an effort to improve the 
program’s efficiency and effectiveness.  Divergence from 
these discretionary policies did not violate any state or 
Federal statutes or regulations  
 
The City also believes it is also important to mention that 
the majority of the BIP loans have been repaid to the City.  
The BIP program was structured as a partial loan and 
partial grant funding arrangement.  The total funds loaned 

Auditee Comments 



Finding 1 

 
 Page 19 2004-BO-1003 

were $132,749.40; the total amount granted was 
$72,918.44.  As of September 10, 2003, the City had 
received a total of $138,975.32 in repayments (this amount 
represents principal and interest).  The City has also been 
able to recapture $6,539.60 in grant funds where the City 
determined project costs were ineligible.  The remaining 
loan balance is $33,661.49.  The City continues to receive 
payments and exercise collection activities where feasible.    
 
The City believes that BIP projects reviewed by the 
auditors were eligible for CDBG funding and met national 
objectives at the time funding decisions were made.  The 
City has acknowledged that its management of the BIP 
program was at times inconsistent, but as a result of HUD’s 
monitoring and technical assistance, the City implemented 
several changes to its management and oversight of the 
program to avoid these problems in the future.  Ultimately, 
however, the BIP program proved unworkable and it was 
discontinued by the City. 
 

 
 
 

We acknowledge that the funds questioned is a small 
percentage of the CDBG funds allocated to the City; 
however we conducted a limited review that focused on 
specific projects where local media sources had reported 
complaints.  HUD has a limited amount of CDBG funds 
available and all usage of these funds must meet program 
objectives.  OIG is questioning 28 specific BIP loans as 
delineated in Appendix B.  The review by OIG is more 
comprehensive than the review conducted by HUD and 
included examination of third party documentation and 
interviews with loan recipients.  
 
The City contends that divergence from its discretionary 
policies did not violate any state or Federal statutes or 
regulations.  The City of Springfield is subject to OMB 
Circular A-87 Cost Principles for State, Local, and Indian 
Tribal Governments.  OMB Circular A-87 provides that 
allowable costs must meet certain general criteria including 
consistency with policies, regulations, and procedures that 
apply uniformly to both Federal awards and other activities 
of the governmental unit.  This circular is implemented in 24 
CFR part 84—a Federal regulation.  As stated in our audit 
report, the City did not meet these criteria.  

OIG Evaluation of 
Auditee Comments 
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Additionally, the City highlights that many of the questioned 
loans have been repaid.  When a loan is ineligible, repayment 
of the loan does not make that loan eligible for funding. 

 
 
 

 We recommend that you: 
 
1A. Require the City to repay $159,794 in ineligible costs 

from non-Federal sources.  
 
1B. Require the City to repay $27,905 in unsupported 

costs or document the eligibility, the national 
objective, and propriety of these expenditures. 

 
1C. Ensure implementation and usage of adequate 

management controls so that City and HUD 
requirements are met. 

 
1D. Require that the City explain its actions with regard to 

the loans. 
 
1E.  Take appropriate administrative sanctions, where 

merited. 
 

 

Recommendations 
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Community Development Loans did not Meet 
Program Requirements 

 
Our review of three community development loans, totaling $360,000, disclosed that the City 
lacked documentation to determine if the loans met program requirements.  The City did not 
evaluate these projects in accordance with its underwriting guidelines.  The files did not include 
basic documentation such as applications, award determinations, and commitment letters.  In 
addition, the files did not demonstrate achievement of national objectives; nor did the files contain 
the City’s evaluation of projects.  One of the loans was provided to an entity managed by City 
employees.  Additionally, two of the loans were provided to individuals/entities who also benefited 
under the BIP.  These deficiencies occurred, in part, because the City did not follow its underwriting 
guidelines.  Also, the City’s guidelines do not provide procedures for documenting the achievement 
of a national objective, as required.  Because of the nature and extent of the deficiencies, the loans 
are ineligible.   
 
 
 

The City provides community development under several 
programs including an Economic Development program 
and a Public Service Program.  The Economic 
Development Program provides financial assistance to 
individual businesses to encourage business development, 
growth, and expansion.  Our review examined two 
economic development loans totaling $210,000 and one 
public service loan totaling $150,000. 
 
One economic development loan for $175,000 was funded 
through miscellaneous income generated by the Urban 
Development Action Grant (UDAG). The City funded the 
second economic development loan for $35,000 through 
the Community Development Block Grant (CDBG).  The 
City funded the public service loan for $150,000 through 
the CDBG. 

 
In April 1998, the City awarded a $175,000 loan for the 
acquisition of property located at 770 Main Street.  In 
addition to the $175,000 loan from the City, the borrower 
obtained a $175,000 bank loan.  The $175,000 City loan 
was used for the acquisition of the building while the 
$175,000 bank loan was used for rehabilitation costs.   
 

City and Bank each 
Provided $175,000 to 
Purchase 770 Main Street 

City used UDAG 
Miscellaneous Income & 
CDBG Funds for Loans 
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Title 42 Chapter 69 Section 5318(f) Urban Development 
Action Grants refers to Section 5305 Activities eligible for 
assistance which allows provision of assistance to private, 
for-profit entities, when the assistance is appropriate to 
carry out an economic development project (that shall 
minimize, to the extent practicable, displacement of 
existing businesses and jobs in neighborhoods) that— 
 
(A) Creates or retains jobs for low- and moderate 

income persons;  
(B) Prevents or eliminates slums and blight  
(C) Meets urgent needs;    
(D) Creates or retains businesses owned by community 

residents;  
(E) Assists businesses that provide goods or services 

needed by, and affordable to, low- and mod-income 
residents; or    

(F) Provides technical assistance to promote any of the 
activities under subparagraphs (A) through (E)  

 
The City did not ensure that its $175,000 loan complied 
with the Title 1 Eligibility requirements.  Specifically, the 
City files do not establish the achievement of any eligibility 
factor such as the creation or retention of jobs, businesses 
providing goods affordable to low-income residents or 
retention of businesses owned by community residents.  
We also found no evidence that the City exercised prudent 
lending practices.  For example, the project files did not 
contain loan applications, financial statements, credit 
reports, or business plans.  We found no analyses of the 
entity’s economic viability, financial needs, or proposed 
use of the funds in meeting program objectives.   
 
Our review also disclosed that the assistance resulted in the 
displacement of two existing businesses.  The previous 
owner of 770 Main Street owned and operated a hardware 
store at that location for over 40 years.  Before the 1998 
sale, a flooring company was also a tenant of the property.  
The previous owner advised that he initially had no 
intention of selling his property, but was persuaded by the 
current owner.  As a result of the sale, two active 
businesses were eliminated and two new businesses were 
created.  The City did not document that the new 
businesses—a gift shop and a hair salon—would better 
serve the needs of a low-income neighborhood than the 

$175,000 Loan did not 
Comply with Eligibility 
Requirements 

Assistance Displaced 
Existing Businesses  

Usage of UDAG 
Miscellaneous Revenue 
must be Eligible 
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displaced businesses—a hardware store and a flooring 
company.   
 
In May 1998, the City loaned $35,000 in CDBG funds, 
which the applicant used to acquire 467 Dickinson Street, a 
condemned, tax delinquent house.  This house was 
demolished at the City’s expense.  The owner turned the 
property into a parking lot.   
 
Usage of CDBG funds is governed by Title 24 CFR 570 
Program Requirements.  These regulations require that each 
usage of funding must meet one of three national objectives 
and the City must document which national objectives each 
usage of funds meets.  When loaning CDBG funds, the City 
must: 1) determine that the assistance would not be 
excessive or otherwise enrich the owners, 2) perform a pre-
loan analysis of the business’ unmet needs from private 
funding sources, 3) evaluate the public benefit, and 4) 
evaluate the projects’ financial feasibility and likelihood of 
success.   

 
The City did not determine whether the 467 Dickinson 
Street loan met program requirements and national 
objectives.  We also found no evidence that the City 
exercised prudent lending practices.  For example, the 
project files provided by the City did not contain loan 
applications, financial statements, credit reports, or 
business plans.  We found no analyses of the entity’s 
economic viability, financial needs, or proposed use of the 
funds in meeting program objectives. 
 
Our review of the 467 Dickinson Street loan disclosed that 
the City would forgive $20,000 if the owner occupied the 
premises for ten years.  The contract between the City and 
the owner of 467 Dickinson Street, dated May 1, 1998, 
stated that the repayment terms are listed in the promissory 
note.  The City could not provide the promissory note.  City 
officials were certain a promissory note was executed and 
advised that they would prepare a new promissory note.  
The City provided a promissory note dated September 27, 
2001 on September 27, 2001.   
 

City Provided $35,000 to 
Purchase 467 Dickinson 
Street 

Usage of CDBG Funds 
must meet Requirements 

City did not Ensure that 
Loan met Requirements 

City Planned to Forgive 
$20,000  
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On September 27, 2001, the City also provided documents 
showing the condemnation and demolition of the 467 
Dickinson Street including:  
 
1) A memo dated December 7, 1998 from the City’s 

Building Department stating that the property was 
condemned for health and safety reasons based on a 
visual inspection by a Building Department employee. 

 
2) An Order of Condemnation dated December 7, 1998 

where the Mayor ordered the property demolished.   
 

Our review of a list of 1999 Demolition Accomplishments 
shows that the buildings at 467 Dickinson Street were 
demolished in February 1999 at a cost of $20,150.  The 
City used CDBG funds to pay for the debt service on the 
City bond for Demolition.   

 
The promissory note between the City and the owner of 
467 Dickinson Street sets up a repayment schedule 
whereby the owner will pay $1,500 a year for ten years.  
This schedule also states that the balance of $20,000 will be 
forgiven after ten years if the property remains owned and 
occupied for an uninterrupted period of ten years.  Since 
the property is a parking lot, it is impossible for the owner 
to occupy it according to the terms of the promissory note.  
Additionally, the annual invoice for payment from the City 
to the owner showed the loan total of $15,000—as if the 
$20,000 has already been forgiven.   
 
The City loaned $175,000 to a non-profit entity located at 
619 State Street.  The City disbursed $150,000 of this loan 
between June 2000 and January 2001.  The City entered 
into a contract with the non-profit, which states that the 
time of performance is July 1, 2000 to June 30, 2001.  The 
purpose of the contract was “to provide financial 
assistance to the [non-profit] for costs associated with the 
operation of its day care center.”  In August 2001, the non-
profit repaid this loan. 
 
The City's community development efforts are conducted 
by and through its Office of Community Development.  
The Office of Community Development is responsible for 
the administrative functions for the Community 
Development Block Grant, HOME Investment Partnership, 
and Emergency Shelter Grant programs.  The City's Office 

City Condemns and Razes 
467 Dickinson Street for 
Health and Safety reasons 

Owner cannot Occupy a 
Demolished Building, yet 
City Forgives $20,000  

City Loaned $150,000 to 
Non-Profit Managed by 
City Employees 
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of Community Development, Office of Economic 
Development, and Office of Housing are each charged with 
program implementation and are accountable for 
performance.   
 
OMB Circular A-87, Cost Principles for State, Local, and 
Indian Tribal Governments provides Basic Guidelines, 
including factors affecting allowability of costs 
(Attachment A, Paragraph C, Basic Guidelines).  To be 
allowable under Federal awards costs must meet general 
criteria, including, but not limited to, the cost must be 
reasonable, necessary, adequately documented, and 
allocable to a cost objective in accordance with relative 
benefits received. 
 
The contract between the City and the non-profit did not 
identify how the non-profit would allocate the loan 
proceeds to actual cost items or program objectives.  
Instead, the contract included a document titled “Daycare 
Budget July 1, 2000 – June 30, 2001.  It is unclear how the 
residents of Springfield benefited from the loan.  
 
Despite repeated requests, the City was unable to provide: 
1) an application for funds; 2) award approvals; 3) the 
planned use of the loan; 4) monitoring reports; and 5) 
documentation showing how the loan met national 
objectives.   
 
According to City Officials, the national objectives were in 
the scope of the contract.  The scope of the contract states: 
 

“The benefits of this activity are two-fold.  First the 
funding will enable [non profit] to continue its 
operations of the day care center to prevent job 
loss, retaining twenty-six (26) jobs, at least 51% of 
which will benefit low moderate income persons.  
Second, [non profit] provides needed and necessary 
day care services to low moderate income 
families.” 

 
The City’s Director of Housing acted as Interim Operations 
Manager for this non-profit during the period July 1999 
through September 2000.  Also, the City’s Chief Financial 
Officer is the Treasurer of this non-profit and has been 
since July 1999.  The Director of Housing/Interim 
Operations Manager stated that the non-profit reimbursed 

Costs Charged to Federal 
Awards Must Meet 
General Criteria 

Expense did not Meet 
Federal Requirements 

National Objective Not 
Demonstrated 

City Employees Managed 
Non-Profit Loan 
Recipient 
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the City for a portion of the salary earned as Director of 
Housing because this salary was increased to reflect the 
additional duties to act as Interim Operations Manager of 
the non-profit.  Signing the contract for the City was the 
Chief Financial Officer who is also Treasurer of the non-
profit.  The Chief Financial Officer/Treasurer also signed 
the check for the first disbursement of $130,000.  The 
City’s files identify that this check was given to the Chief 
Financial Officer/Treasurer.   
 
Federal regulations at 24 CFR 570.611 state that 
participants in the decision-making process may not:  (1) 
obtain a financial benefit from CDBG assistance, or (2) 
have a financial interest in any contract assisted through 
CDBG.  These regulations specifically apply to any 
employee of the City.  The two City employees who 
officiated as the Interim Operations Manager and the 
Treasurer of the non-profit had a financial interest in the 
$150,000 loan the City made to the non-profit. 

 
 

The City maintains that each of the loans identified in 
Finding #2 met the applicable eligibility requirements and, 
where applicable, also satisfied national objectives.    
 
For the 770 Main Street loan, the City contends that the 
auditors applied the wrong standards for review, since the 
loan funds were miscellaneous revenue from a repaid 
UDAG loan, which are not subject to the regulatory 
requirements cited in the draft report.   
 
Regarding 467 Dickinson Street, the City contends funds 
were used for the acquisition of a blighted, condemned 
three-family house, which was then demolished to make 
way for expanded parking for a neighborhood restaurant, 
allowing expansion of the business and the creation of 
additional jobs for low and moderate income persons.  
 
The City believes the most egregious portion of the draft 
report, however, is the section criticizing the City’s 
$150,000 loan to the Daycare Program at a non-profit 
community action agency at 619 State Street.  The auditors 
decided the nonprofit did not need the loan money, and that 
no jobs were saved by the financial assistance, because a 
projected budget attached to the loan agreement projected a 
“profit”.  The auditors also made meritless conflict of 

Auditee Comments 

Conflict of Interest 
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interest allegations against two City department heads who 
stepped in at the request of state officials to help save the 
non-profit community action agency from being decertified 
and having its state funding terminated.   

 
For 770 Main Street, the City believes that its 1984 Closeout 
of a UDAG grant and a 1991 HUD Handbook govern the 
loan to 770 Main Street.  The City made this questioned loan 
in 1999 and neither of these criteria was in effect at that time.  
At January 20, 1999, 42 USC 5318 was effective.  Title 42 
Chapter 69 Section 5318(f) Urban Development Action 
Grants refers to section 5305 of this title for eligible 
activities.   
 
The recipient of the 770 Main Street loan is a private, for-
profit entity.  Section 5305(a)(17) of the title provides:   
 

Provision of assistance to private, for-profit entities, 
when the assistance is appropriate to carry out an 
economic development project (that shall minimize, 
to the extent practicable, displacement of existing 
businesses and jobs in neighborhoods) that--   
(A) Creates or retains jobs for low- and moderate 

income persons;  
(B) Prevents or eliminates slums and blight;  
(C) Meets urgent needs;  
(D) Creates or retains businesses owned by 

community residents;  
(E) Assists businesses that provide goods or services 

needed by, and affordable to, low- and moderate 
income residents.   

 
With this loan, the recipient eliminated two existing 
businesses and brought in two new businesses.  Additionally, 
the City did not require the loan to meet any of the criteria 
listed in (A) to (E).   
 
For 467 Dickinson Street, The City provided assistance in 
May 1998 and condemned the property in December 1998—
six months after providing the assistance.  Seven months 
later, the City changed the zoning for this site from 
residential to commercial in June 1999.  Both the 
condemnation and the zoning change were necessary to build 
the parking lot.  Logically, the property would have needed to 
be condemned and the zoning change approved before the 
City made this loan.  The City also contends that this loan 

OIG Evaluation of 
Auditee Comments 
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provided jobs, yet the City has not supported the creation of 
new jobs.  Without job agreements between the City and the 
loan recipient at the time of assistance, the City cannot assure 
HUD that these are new jobs or simply replacements of 
existing jobs 

 
For 619 State Street, OIG disagrees with the City’s 
contentions that there is no conflict of interest and this loan is 
eligible because: 
 
1. The Director of Housing received a $15,000 stipend 

from the City.  The City acknowledges that this 
Agency reimbursed the City for this $15,000.  The 
Office of Housing is charged with program 
implementation and is accountable for performance.   

 
2. The City has not documented the national objective 

of limited clientele 
 
3. The City has not documented the national objective 

of job retention.  The City’s statements contain 
conflicting data on the number of jobs retained.  The 
number of jobs retained is not supported by 
independent documentation. 

 
The City provided sufficient independent documentation to 
assure us that this daycare operation was not profitable.  
Accordingly, we have edited our report to eliminate the 
concept that this operation was profitable.  

profit 
 
  We recommend that you: 
 

2A. Require the City to develop and implement written 
procedures for documenting files, monitoring 
recipients, and enforcing compliance. 

 
2B. Require the City to reimburse the CDBG program 

and UDAG miscellaneous income account from 
non-Federal sources for $210,000 expended on 
projects that did not meet program objectives. 

 
2C. Determine if the City appropriately handled the 

$150,000 repayment from the project at 619 State 
Street. 

 

Recommendations 
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2D. Require the City to show how the $150,000 Public 
Service loan met the requirements of the CDBG 
program. 

 
2E. Determine if loan proceeds for 619 State Street 

were used to compensate City Employees and take 
appropriate action to address the conflict of interest.  
 

2F. Ensure that the nonprofit reimbursed the City for 
the compensation earned by the Director of Housing 
as Interim Operations Manager of the non-profit. 

 
2G. Require that the City provide support for its actions 

with regard to these loans.  
 

2H. Take appropriate administrative sanctions, where 
merited.  
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HOME Program Requirements not Met 
 
The City did not ensure that: 1) HOME program affordability requirements were met, 2) the 
assistance did not unduly enrich the project owner; 3) disbursements were made in accordance 
with Federal program policy for eligible costs; and 4) City program policies governing 
disbursements were followed.  Our examination of two projects, totaling $126,495, found that 
neither project was completed according to the original scope of rehabilitation work.  These 
deficiencies occurred, in part, because City officials did not follow Federal requirements or their 
own internal controls governing disbursement of funds.  As a result, expenditures of $126,495 
are ineligible. 
 
 
 

The City utilizes HUD’s HOME program to fund activities 
that further the objectives of its Comprehensive Housing 
Affordability Strategy including: 1) Promotion of 
Homeownership; 2) Promotion of the rehabilitation of 
rental units for low-income and very low-income families; 
3) Rehabilitation assistance to low-income homeowners; 
and 4) Tenant-based rental assistance to the homeless and 
special needs population.  We examined two projects 
funded with HOME:  (1) a homeownership property 
located at 222 Orange Street assisted with $46,000 in 
HOME funds and (2) a rental housing project located at 
807 Liberty Street, assisted with $80,495 in HOME funds.  
During the course of our review the owner of 807 Liberty 
Street repaid the disbursed funds to the City.   
 

  The 222 Orange Street homeownership project: 1) did not 
meet HOME Program affordability requirements; 2) 
received HOME assistance that may have unduly enriched 
the project owner/developer; and 3) was not completed in 
accordance with the scope of the project.  In addition, the 
project owner/developer received the unspent rehabilitation 
funds as a developer’s fee.  As a result of these 
deficiencies, the entire $46,000 HOME award is ineligible.  
 
When HOME funds are used for homeownership projects, 
the assisted property must be purchased by a low-income 
family whose annual income does not exceed 80% of the 
median income for the geographic area (24 CFR Part 
92.254(a)(3)).  Any HOME funds invested in housing that 
does not meet the affordability requirements for the 
required period must be repaid by the City (24 CFR Part 
92.503(b)(1)).  Under affordability requirements at 24 CFR 

Loan for 222 Orange 
Street did not Meet 
Requirements 

HUD Requires that 222 
Orange Street be 
Affordable for 15 Years 

City uses HOME to Make 
Loans for Rental Housing 
and Homeownership  
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92.252, 222 Orange Street must be affordable for fifteen 
years.  In addition, the contract between the City and the 
property owner states that the developer agrees to transfer 
the property within three months of completion of the 
property’s construction to a buyer in which the household 
income does not exceed 80% of the area median income 
adjusted for family size. 
 
According to the Completion Report for 222 Orange Street, 
the property was sold for $59,000 to a family of four whose 
income was calculated at 115% of the area median.  As 
HOME regulations limit family income to 80% of the area 
median, this family did not qualify for HOME funds.  Since 
the City’s files document that the project was not sold as 
affordable housing, the entire $46,000 loan is ineligible.   
 
Furthermore, our review disclosed that the assistance 
unduly enriched the project owner.  According to the 
contract between the City and the project owner, total 
development costs were $46,000.  The project owner sold 
the house for $59,000.  When funding homeownership 
projects, the City provides gap financing where the gap is 
the difference between the total development costs and the 
expected sale proceeds.  Upon sale of the property, the 
owner retained the sale proceeds of $59,000 and was not 
required to repay any of the $46,000 grant.  Since the sale 
proceeds exceeded the development costs, no gap in 
financing existed.  

 
Upon inquiry, the City’s Director of Housing explained the 
owner had incurred acquisition costs.  The owner acquired 
222 Orange Street in 1986—over ten years earlier.  HOME 
regulations allow pre-award costs up to 25% of the current 
year’s allocation, which may be charged to the following 
year’s allocation.  The regulations do not provide for costs 
incurred ten years prior to the award.  In fact, the HOME 
program did not exist in 1986.   
 
Furthermore, we determined that 222 Orange Street and 
another property, 31-33 Woodlawn Street shared a first and 
only mortgage for $95,000 executed in July 1995.  When 
the owner applied for HOME funds in January 1996, this 
was the only outstanding mortgage.  The owner sold 222 
Orange Street for $59,000 on November 13, 1997 and sold 
31-33 Woodlawn Street sold for $74,000 on July 14, 1998.  

Homebuyer’s Income 
Exceeds HOME Program 
Limits 

HOME Assistance 
Unduly Enriched Project 
Owner  

City let Owner Keep 
Proceeds for Costs Incurred 
Before HOME Existed  

Sale Proceeds Exceeded 
Mortgage Amounts by 
$38,000 
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The sale proceeds from these two properties exceeded the 
mortgage amount by $38,000. 
 

Excess Proceeds  
$59,000  Sale Proceeds - 222 Orange Street 

Add:  $74,000  Sale Proceeds - 31-33 Woodlawn Street 
133,000  Subtotal  

Less:  $95,000   Mortgage for both properties 
$38,000  Excess Proceeds  

 
In a September 18, 1996 memo from the owner/developer 
to the City, the owner/developer stated that he expected to 
complete the approved scope of work at an amount less 
than the budgeted cost.  He asked if he could reclassify 
expected savings as a developer’s fee.  The City approved 
this request in a memo also dated September 18, 1996.  The 
City awarded $46,000 to the owner of 222 Orange Street 
based on specific cost items that the City Inspector 
identified as necessary rehabilitation items.  The $46,000 
included $17,615 for plumbing and heating.  This amount 
was based on a proposal from a plumbing and heating 
contractor who used the specifications prepared by the City 
Inspector.  The plumbing estimate included renovations to 
the first floor bathroom, the second floor bathroom, and 
plumbing on the third floor. 
 
On October 6, 1997, the City made the final disbursement 
paying the remaining grant funds of  $4,225 to the 
owner/developer as a Developer’s fee.  Review of the 
City’s project files, relating to the subsequent sale of 222 
Orange Street, indicates that the two bathrooms were not 
rehabilitated according to contract.  Discussions with the 
owner/developer confirm that work was incomplete.  Had 
the City properly monitored the project rehabilitation work, 
the project could have been completed properly and timely.  
Additionally, the fee paid to the developer could have been 
used to complete the scheduled plumbing.   

 
HOME funds disbursed in connection with the 807 Liberty 
Street project were made contrary to Federal program 
policy and for ineligible costs.  Our review also disclosed 
several unexplained deviations from City program policy 
governing disbursements.  Additionally, we found that the 
project was not completed according to the original scope 
of rehabilitation work.  As a result of the deficiencies 
disclosed, the $80,495 in HOME funds disbursed in 

City Allowed Owner/ 
Developer to Receive 
HOME Funds as Fee 

City paid Developer’s Fee 
Despite Incomplete Work 

Loan for 807 Liberty Street 
did not Meet Requirements 
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connection with the project is deemed ineligible.  During 
the course of our review, the owner of 807 Liberty repaid 
$81,000, which exceeds the $80,495 disbursed.   
 
As a grantee of the HOME program, the City is required to 
follow 24 CFR Part 85 Administrative Requirements for 
Grants and Cooperative Agreements to State, Local and 
Federally Recognized Indian Tribal Governments.  This 
regulation requires that the City follow applicable OMB 
cost principles, agency program regulations, and the terms 
of the grant and subgrant agreements when determining the 
reasonableness, allowability, and allocability of costs.  To 
be allowable under Federal awards, costs must meet certain 
general criteria, including consistency with policies, 
regulations, and procedures that apply uniformly to both 
Federal awards and other activities of the governmental 
unit.  Federal regulations also require the City to maintain 
accounting records that are supported by source 
documentation such as cancelled checks, paid bills, 
payrolls, time and attendance records, contracts and 
subcontract award documents, etc. (24 CFR Part 
85.20(b)(6)).  City policy requires the City to make 
disbursements on a reimbursement basis and obtain proof 
of payment as a condition of disbursement. 
 
The City paid $29,110 of the $80,495 for expenses related 
to 807 Liberty Street that are not eligible under the HOME 
Program, including back and current real estate taxes, 
mortgage payments, and property insurance: 
 

Expense Item Ineligible  
Back Taxes $22,000
Current Taxes 2,225
Mortgage Payments 4,025
Property Insurance 860

Total $29,110
 
The City disbursed $7,110 of the ineligible $29,110 on 
December 7, 2000 for current taxes, property insurance, 
and mortgage payments.  We determined that the owner 
used the November 9, 2000 HOME disbursement of 
$33,505 to pay the City for taxes and sewer charges of 
$22,000. 

HOME and City Identify 
Requirements for 
Allowable Costs  

City paid Ineligible Costs 
of $29,110 
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According to the project owner, the HOME award was 
contingent on his remittance of $22,000 to the City for a 
partial payment of back taxes and water/sewer charges.  
According to the owner, he owed over $60,000 in back 
taxes and water/sewer charges when he applied for the 
HOME funds in early 2000.  The owner stated that he made 
an initial payment of $35,000 from his own funds.  When 
the owner tried to execute the HOME agreement, the City 
required additional payments of taxes and water/sewer 
charges.  The owner claimed that the Director of Housing 
stated that the City’s Chief Financial Officer would not 
sign the HOME agreement unless the owner paid the 
monies owed to the City for the back municipal charges.  
The owner did not have the funds to make the payment so 
the City disbursed a partial payment on the HOME award 
on the condition that the owner simultaneously deposit the 
HOME check and withdraw $22,000 to pay the City.  The 
owner also advised that an attorney for the City 
accompanied the owner to the bank to collect the $22,000 
check after the HOME award deposit.   
 
The owner’s account of this transaction differs significantly 
from the City’s records.  The City’s file for the $33,505 
HOME loan included three proposals for work.  The file 
did not contain any documentation that indicated whether 
the items proposed were actually completed and paid for by 
the owner prior to the disbursement.  On the contrary, the 
file contained an inspection report dated November 2, 2000 
and November 3, 2000, which showed that the inspector 
was unable to conduct the inspection because the property 
was unattended at the time of inspection.  When questioned 
about this discrepancy, the Director of Housing stated that 
he verified the completed work prior to the disbursement.  
The file did not document the inspection by the Director of 
Housing.  
 
When questioned about the tax delinquency, the Director of 
Housing stated that either full repayment of the delinquent 
amount or a repayment agreement would have been 
necessary prior to HOME contract execution.  Furthermore, 
the Director stated that the City’s attorney would have 
handled this because it related to the contract signatory 
process.  The City’s project files do not disclose any 
documents relating to the tax issue or the arrangement 
described by the project owner. 
 

Project Owner Claims 
Award Conditioned on 
Payment of Back Taxes 

Neither City Records nor 
City Officials Corroborate 
Owner’s Account  
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The City’s Attorney stated that the Chief Financial Officer 
was reluctant to sign the contract because of the owner’s 
outstanding debt to the City.  Furthermore, he advised that 
the Office of Housing and the developer handled all 
negotiations and contracts.  Even though this was the 
Attorney that allegedly accompanied the project owner to 
the bank to retrieve the $22,000 tax payment, the Attorney 
claimed to be unaware of how the city resolved the tax 
delinquency at 807 Liberty Street.   
 
The City disbursed the remaining $51,385 of the $80,495 in 
HOME funds to the owner without maintaining adequate 
supporting documentation in accordance with Federal and 
City policies.  The City paid:  $14,205 based on vendor 
proposals, $26,800 based on owners’ proposals, $5,180 
based on verbal quotes, $4,700 based on unpaid invoices, 
and $500 based on owners’ invoices.  The City files did not 
contain any other cost documentation such as 
contractor/vendor billings, proof of payment, completion 
statements, or cost breakout.   
 
The City deviated from its program policy governing 
disbursement of HOME funds.  A memo dated November 
19, 2000 from the Program Director to the project owner of 
807 Liberty Street described the City’s policy as follows:  
 

“These funds are reimbursement funds for work 
completed.  Advances are not permitted.  This is 
why I strongly recommended that you obtain 
construction/bridge financing to ‘front’ contractors 
the funds.” 

 
Your project soft costs are only eligible if funds 
remain after all rehabilitation is completed.  Costs 
such as legal, vacancy/loss rent will be evaluated 
after all your bids are in.  
 

We identified the following departures from City policy: 
 
1) Disbursements Based on proposals: 
 

As noted above, the City disbursed a total of $46,185 
based on written vendor quotes ($14,205), written 
owner quotes ($26,800), and verbal quotes ($5,180).  
The project file did not document the completion and 
payment for this work. 

Unexplained Deviations 
from Program Policy 

Ineligible Costs of 
$51,385  
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2)   Paying for Soft Costs: 
 

The second disbursement of HOME funds for $21,609 
on December 7, 2000 included $10,609 in soft costs, 
even though the file did not document the completion 
and payment of all hard costs. 
 

3) Usage of funds for other than Gap Financing:  
 

The Program Director explained that the amount of 
HOME funding is calculated by subtracting the 
supportable conventional loan from the total 
development costs.  This difference is known as gap 
financing.  Based on our review of the project files and 
discussions with the project owner, the project at 807 
Liberty Street was funded solely with HOME funds.  
There was no indication that a conventional loan was 
considered as part of this project.  Had the City 
followed its policy of providing gap financing rather 
than funding 100% of the project, the City may have 
been able to reduce or eliminate the HOME funding 
provided to the project. 
 

The files contained no documentation to justify the 
departure from City standard polices for the project at 807 
Liberty Street.   
 
Program policies provide assurances that participants of 
HUD-funded projects are afforded equal and consistent 
treatment.  When adopted policies are disregarded, program 
integrity may be compromised.  In addition, failure to 
follow standard operating procedures may increase the cost 
of individual projects and reduce the number of participants 
that can be serviced. 
 
The City’s response also addresses the auditors’ findings 
involving two (2) HOME projects at 222 Orange Street and 
807 Liberty Street.  Many of the auditors’ criticisms of the 
HOME loans appear to result from a misinterpretation 
and/or misunderstanding of the City’s policies and 
procedures.  The City has acknowledged that the 222 
Orange Street loan mistakenly assisted an ineligible 
household, but maintains that the handling of the project’s 
rehabilitation loan was proper.  Had the foreclosure not 
occurred, the City would have pursued repayment of the 

Auditee Comments 

Program Integrity may be 
Compromised  



Finding 3 

 
2004-BO-1003 Page 38  

HOME funds for that project.  It is puzzling why the 
auditors included the 807 Liberty Street project in the draft 
report, since the project was cancelled, the money was 
repaid to the City, and the funds credited on the City’s 
HUD account.    

 
The City acknowledges that it failed to ensure that scarce 
HOME funds were used for an eligible family at 222 
Orange Street, but contends it acted properly on 807 
Liberty Street.  The City contends that its termination of the 
project and attempts to secure repayment make the project 
eligible.  Terminated projects are not eligible for funding 
and repayment of a loan does not make that loan eligible. 

 
  We recommend that you:  
 

3A. Evaluate all loans made by the City from July 1, 
1996 to June 30, 2003 for consistency in the 
treatment of applicant, compliance with City 
policies and procedures, and compliance with 
HUD requirements. 

 
3B. Require the City to repay HUD $46,000 in 

ineligible HOME costs related to the 222 
Orange Street project.  

 
3C. Determine if the City appropriately handled the 

$81,000 repayment from the project at 807 
Liberty Street.  

 
3D. Ensure that the City follows Federal 

requirements and its program policy 
consistently for all developers to reduce the 
appearance of any preferential treatment.   

 
3E. Require City program officials to adhere to 

Federal program requirements for disbursements 
of funds, including the requirement to maintain 
adequate supporting documentation. 

 
3F. Require City officials to implement adequate 

internal controls to ensure compliance with City 
and HUD requirements. 

 

OIG Evaluation of 
Auditee Comments 

Recommendations 
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In planning and performing our audit, we obtained an understanding of the management controls 
used by the City that were relevant to our audit objective of evaluating certain loans awarded by the 
City.  We performed a limited review of the City’s Department of Community Development 
management control system as related to the selected loans to determine our auditing procedures 
and not to provide assurance on management controls.  The selected loans are listed in Appendix B. 
 
Management controls consist of a plan of organization, and methods and procedures adopted by 
management to ensure that resource use is consistent with laws, regulations, and policies; that 
resources are safeguarded against waste, loss, and misuse; and that reliable data is obtained, 
maintained, and fairly disclosed in reports. 
 
 
 

We determined the following management controls were 
relevant to our audit objectives: 
 
�� Policies and procedures to ensure that funds benefited 

eligible projects;  
 
�� Guidelines for evaluating assisted projects to ensure 

that no more than the necessary amount of HUD funds 
are invested in any one project;  

 
�� Practices used to authorize loans.  

 
It is a significant weakness if management controls do not 
provide reasonable assurance that the process for planning, 
organizing, directing, and controlling program operations 
will meet an organization’s objectives.   
 
Based on our review, we believe that significant weaknesses 
exist in the City’s adherence to its policies and Federal 
regulations regarding eligibility of projects, limitation of 
investment to only the necessary amount, authorization of 
loans and valuation of loans.  The City funded some 
ineligible projects, provided funding that exceeded the 
necessary amount, lacked controls over loan valuation and 
authorizations, and disbursed funds without adequate 
supporting documentation. 
 

 
 
 

Significant Weaknesses 

Relevant Management 
Controls 
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No recent OIG audits have been conducted on the City of Springfield’s loan programs.  In 
addition, there are no outstanding OIG recommendations in this area. 
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Types of Questioned Costs Recommendation Number Ineligible 1/ Unsupported 2/
1A.  Ineligible Business Improvement Loans $159,794 
1B.  Unsupported Business Improvement Loans  $27,905
2B.  Economic Development Loans that do not meet 

objectives $210,000 

2C.  Public Service Loans that do not meet objectives $150,000 
3B.  Ineligible HOME expenditures $46,000 
3C.  Reclaim repayment $80,495 

Total $646,289 $27,905
 
 
1/ Ineligible costs are those costs that are questioned because of an alleged violation of a 

provision of a law, regulation, contract, grant, cooperative agreement, or other agreement 
or document governing the expenditure of funds.  . 

 
2/ Unsupported costs are those whose eligibility cannot be clearly determined during the 

audit since such costs were not supported by adequate documentation.   
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 Project Type Award
1  1295 Worcestor Street  Business Improvement Program $10,000 
2  170 Main Street, Indian Orchard  Business Improvement Program $10,000 
3  18 Berkshire Avenue  Business Improvement Program $10,000 
4  247 Hancock Street  Business Improvement Program $10,000 
5  254 Worthington Street (the 1997 award)  Business Improvement Program $10,000 
6  340 Main Street (the 1997 award)  Business Improvement Program $10,000 
7  768 Main Street  Business Improvement Program $10,000 
8  143 Main Street  Business Improvement Program $10,000 
9  481-483 Belmont Avenue  Business Improvement Program $10,000 

10  912 Main Street  Business Improvement Program $10,000 
11  272 Worthington Street  Business Improvement Program $10,000 
12  1195 Sumner Avenue  Business Improvement Program $5,000 
13  272 Bridge Street  Business Improvement Program $5,000 
14  459 Dickinson Street  Business Improvement Program $5,000 
15  340 Main Street  (the 1999 award)  Business Improvement Program $5,000 
16  883 Sumner Avenue  Business Improvement Program $5,000 
17  254 Worthington Street (the 1999 award)  Business Improvement Program $5,000 
18  487 Main Street  Business Improvement Program $4,900 
19  166 Eastern Avenue  Business Improvement Program $4,503 
20  710 Liberty Street  Business Improvement Program $4,250 
21  1106 State Street  Business Improvement Program $7,500 
22  232 Worthington Street  Business Improvement Program $10,000 
23  1383 Main Street  Business Improvement Program $10,000 
24  84 Maple Street  Business Improvement Program $5,000 
25  858 State Street  Business Improvement Program $4,515 
26  398 Dickinson Street  Business Improvement Program $4,640 
27  1209 Sumner Avenue  Business Improvement Program $5,000 
28  575 Main Street  Business Improvement Program $5,000 
29 770 Main Street Economic Development $175,000
30 467 Dickenson Street Economic Development $35,000
31 619 State Street Public Service $150,000
32 222 Orange Street HOME $46,000
33 807 Liberty Street HOME $81,000
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Review of 28 Business Improvement Program Loans 
  Project   Award  Ineligible Unsupported  Eligible 
1   1295 Worcestor Street  $     10,000 $     10,000  Note 1  $         -
2   170 Main Street, Indian Orchard  $     10,000 $     10,000  Note 1  $         -
3   18 Berkshire Avenue  $     10,000 $     10,000  Note 1  $         -
4   247 Hancock Street  $     10,000 $     10,000  Note 1  $         -
5   254 Worthington Street  

     (1997 award)  
$     10,000 $     10,000  Note 1  $         -

6   340 Main Street (1997 award)  $     10,000  $     10,000  Note 1  $         -
7   768 Main Street  $     10,000 $     10,000  Note 1  $         -
8   143 Main Street  $     10,000 $     10,000  Note 1  $         -
9   481-483 Belmont Avenue  $     10,000 $     10,000  Note 1  $         -

10   912 Main Street  $     10,000 $     10,000  Note 1  $         -
11   272 Worthington Street  $     10,000 $     10,000  $             -  $         -
12   1195 Sumner Avenue  $       5,000 $       5,000  Note 1  $         -
13   272 Bridge Street  $       5,000 $       5,000  Note 1  $         -
14   459 Dickinson Street  $       5,000 $       5,000  Note 1  $         -
15   340 Main Street  (1999 award)  $       5,000 $       5,000  $             -  $         -
16   883 Sumner Avenue  $       5,000 $       5,000  $             -  $         -
17   254 Worthington Street  

      (1999 award)  
$       5,000 $       4,978  $             - $       22 

18   487 Main Street  $       4,900  $       4,900  $             -  $         -
19   166 Eastern Avenue  $       4,503 $       4,503  Note 1  $         -
20   710 Liberty Street  $       4,250 $       4,250  $             -  $         -
21   1106 State Street  $       7,500  $      3,750 $     3,750 
22   232 Worthington Street  $     10,000 $       2,413  $             - $  7,587 
23   1383 Main Street  $     10,000  $              - $   10,000  $         -
24   84 Maple Street  $       5,000  $              - $     5,000  $         -
25   858 State Street  $       4,515  $              - $     4,515  $         -
26   398 Dickinson Street  $       4,640  $              - $     4,640  $         -
27   1209 Sumner Avenue  $       5,000  $              -  $             - $  5,000 
28   575 Main Street  $       5,000  $              -  $             - $  5,000 

  Subtotal $   205,308 $  159,794 $   27,905 $17,609
 Percentage of Awards 100% 78% 14% 8%

 
Note 1:  These loans are both ineligible and unsupported, but the associated amount is included 
in the ineligible category only.   
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In its Auditee Comments presented below, the City states that this is the culmination of an 
investigation.  This statement by the City is incorrect.   
 
The issues identified in our report deal with administrative and internal control activities that we 
feel are necessary to bring to the City’s attention now, even though many issues surrounding the 
City’s management actions in these matters, as well as others, remain a continuing interest to our 
office and other Federal agencies.  This report does not absolve or exonerate any individual or 
entity from civil, criminal or administrative liability or claim resulting from future actions by the 
Department of Housing and Urban Development and/or other Federal agencies. 
 
The City also believes that the FBI is withholding documents.  OIG Staff reviewed many City 
files before the FBI’s seizure of records.  We found these files to be incomplete at that time.  We 
do not find the City's belief to be creditable.   
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